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COPYRIGHT ROYALTY TRIBUNAL ﬂ/%/

In the matter of: :
COMPULSORY LICENSE FOR SECONDARY :

CRT Docket No. 80-3
TRANSMISSIONS BY CABLE SYSTEMS; :

ROYALTY ADJUSTMENT PROCEEDING

2100 R Street, N.W.
Room 610
Washington, D.C.

Thursday, October 2, 1980

The hearing in the above-entitled matter commenced
at 10:00 a.m., pursuant to notice.

BEFORE:

MARY LOU BURG, Chairman

THOMAS C. BRENNAN, Commissioner

CLARENCE L. JAMES, Jr., Commissioner

FRANCES GARCIA, Commissioner
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FRITZ ATTAWAY, Attorney-—at-Law
Counsel for Copyright Owners

STUART F. FELDSTEIN, Attorney-at-Law
Counsel for NCTA
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‘already discussed Chart Seven, which was our tabulation of the

CHAIRMAN BURG: After our expected, and yet,
unexpected vacation yesterday, it is nice to be back in harness.
Ms. Beales, you were on the witness stand. So, Mr. Feldstein,
you may continue with you witness.

MR. FELDSTEIN: Thank you.

Whereupon,

CHARLOTTE BEALES

was called as a witness and, still under oath, was examined and

testified further, as follows:

DIRECT EXAMINATION
BY MR. FELDSTEIN:

Q It will be recalled that the witness had concluded her
demonstration of the increase in the royélty fee per subscriber

between October of 1976 and_the latest date for which data was

available, which would be January 1, 1980. She had then commenced
to explain what factors might be contributing to this increase in

the royalty fee per subscriber.

And I think, at this point, I would ask Mr. Beales to
take it from there and set the stage as to where she feels she is
in ‘describing this component?

A This, as a point of review, you will recall that we had

reponses to the Copyright Tribunal Survey. We had come up with a

change in basic subscriber rates of 15 percent for all systems,
and 14 percent for the DSE systems based on the tabulation at the
time we conducted our analysis.

We are about ready to move on to Chart Eight.

COMMISSIONER GARCIA: Ms. Beales, before you do, that
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. 5
exhibit is equivalent to the Copyright Owners Exhibit No. 2, is

that right?

.THE WITNESS: I'm not positive if it is Exhibit 2. Let
me check f@at; It is somewhat different as I pointed out on
Exhibit 2. Mine are not numbered. It is comparable te basic
rates of all long-form cable systems.

COMMISSIONER GARCIA: They are all numbered, prenum-
bered, aren't they?

THE WITNESS: .The one ‘I was using was not. It is
similar, buf.it is somewhat different. ?he reason that it is
somewhat different is that in that particular Exhibit No. 2
of the copyright owners,itis my understanding that they compared
the same systems in 1976 and and 1980. Wiﬁh our data, we
compared all systems &ho responded bec?use we wgre doing an,
industry wide average. | |

For all systems, we had a different number you will

N -

recall. We.had $1,673 that were operational in '76 that
responded, but t+hat number had increased to 1900. So, there is
a difference 'in the methodology.

If you will turn to Chart No. 8, you will recall that
we were attempting to give you some idea of other components
that may have increased which will céntribute to an increase
in the royalty fee per subscriber. Obviously, a change in the
rate is the most significant component. As I had stated on
Tuesday, we are not attempting to precisely quantify the change

in these other factors because we do not have data from 1976.
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1 | All we have are other end times, but we also have other start |
times. We have some data which give us an indication that there)

has been some increase in the other factors that would affect %

3
4 E the royalté fee per sﬁbscriber. |
5 In Chart No. 8, we have a table that describes the
6 increase in additional set revenues between 1978 ahd 1980. The
, || source of this chart is a taﬁulation of 100 random selected
g 1978-1 aﬁd 1979-2 statgment of account forms. Hence, this table -
o is only measuring an l18-month change rather than 1976 to 1980.
0 Thére are two parts of this chart that are important

to look at. The first éart is the additional set subcribers
11

as the percentage of first set subscribers. We figured in 1978

O 1? there was 30 percent; since 1979-2, it was 31 percent. It
B e wasn't mu;h ;f a change here,$but we can see that it affected

b less than one~third of the total seté per subscribers. i
' The second part of the chart compares to basic rates. 2
1? E In '78-1, of'these 100 selected statement accounts, the average i
" 5 rate was $l;35; by 1972, it was $1.51. We have an increase of é
8 E $12.10. So, we have some indication that there was a change §
19 i in the additional set revenues that had increased-during;, at E
20 % least, part of the period. :
21 i CHAIRMAN BURG: Ms. Beales, did you say 1972, when you |

22 meant 197%9-27?

23 THE WITNESS: Dash-two, yes. 1'm sorry. As we move

O 24 on to Chart Nine, we will look at two additional factors. The

25 first factor listed is the average number of DSE's recorded ~
/ .
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per system, The source of this information is, again,
the 100randomly selected statement of account forms. In 1978-1 !
we have 2.65 recorded in our DSE samples. By 1979-2, it
increased to 2.9, which is a nine percent increase. Keep in
mind, of course, that this does not translate into a nine
percent increase in the royalty fee per subscribef because you
pay on a decreasing amount for each additional DSE that you would
add. |

The other factor that is shown on Chart Nine is system
growth in the DSE payment category. We have included this
because we are talking ébout, in many of our charts, all systems.
And we know tﬁat many systems have internal growth where they
increased their nﬁmber of subscribers or they increased their
basic rate'whicﬁ causes ‘them to move from paying in category

two into to category three. Again, we do not have precise

gquantification of this change. We know that the total. reporting

in 1978-1 that was paid in the DSE class was 868. By '79-2, the
total reporting had grown to 1,050. That is a 21 percent

increase. Ndw, there could be some other factors to fall into

this, but given that's a relatively short 18-month period, it
would seem that a large portion of this 21 percent could be
attributed to internal growth which causes the system to pay at
a higher DSE level.

These are, 1n essence, foui factors, which we have
found contribute to an increase to the royalty fee per

subscriber. It was described on Tuesday as a 33 percent increase|

Hccurate cﬁ&¢ozﬁh§ 631, Tre.
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over the period from '76 to 1980.
BY MR. FELDSTEIN:

Q Now,.Ms. Beales, before we move to the topic of
Regulatory-Restraint,.let me direct your attention to the
exhibits introduced by the copyright owners, Exhibits No. 10 and
10A, which, if you will recall, they refer to Exhibit 10 which
referred to a series of fraﬁchise aéplication cables in which
the applicants of thesg various communities were listed along
with some pricing for basic service tiers as well as paid
TV tiers. fhe allusion that was made by the copyright owners
from this exhibit was tﬁat thg free or reduced price basic
service, if not a thing being done coﬁmonly now, was certainly
a coming trend.

Are you familiar with this exhibit?

.

A Yes,I am.

Q Have you examined the pages and the communities
involved?

A Yeé, I have.

Q Can .you tell us how many of these cities are involved?

How many are we talking about? : ;

A In the packet that I received, there were 21 cities
included.
Q One of the cities, as: I recollect from'lbokipg through

this, was named twice. It was a different table. Is that

correct, and what was that?

A I believe Omaha was listed twice in the exhibit. In

HAccuzate cﬁ%pozﬁhg Ckg Tne.
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looking at the footnotes and the actual applicants, one of them
should be St. Louis.

Q so, we do have these 21 separate cities?

A Yes. I am aésuming one was St. Louis based on the
footnotes and the applicants. I'm not, of course, positive of
that.

Q Do you know how maﬁy of these 21 cities have had a

franchise awarded?

A Twelve,

Q Yau said 12 have had a franchise awarded?

A Yes, and nine ﬂave not.

Q Of these 12 that have been awarded, are any still in

a contested state?

« A Yes, four of them are in a contested state right now.

So, there is no progress being made in terms of actually wiring

the city. N - -

Q Thus, eight of them are ready to go in some fashion,

is that correct?

A Yes..

Q How many of these eight are actually in operation
today?

A Three.

Q Can you identify the communities and the raward winner

of these three which are in operation?
A Yes, the first one that I found was Fargo.

CHAIRMAN BURG: At this point, I'm going to ask you to

HAccuzate cd?qboszy; Clz, 4%7&
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10
1 slow down?
O 2 THE WITNESS: Certainly. They are not numbered, so
! .
3 % I cannot help'you find the page number.
4 éHAIRMAN BURé: Go ahead. Give me the three.
5 THE WITNESS: Fargo, and the next one would be Sioux::
5 City and Chapel Hill are the three.
2 BY MR. FELDSTEIN:
. o) ‘Can you give us the states on those?
o A Fargo, North Dakota; Sioux City, South Dakota; and
0 Chapel Hill; North Carolina.
Q Sioux City, Io&a, I believe?
11
A Yes, Iowa.
12
“ Q Ctan you identy for us in Fargo, the winner?
B - B A CablecomfGenéral.was ;wa?ded:thé frarchise, and
h they are charging 56.25 for their lo&est'tier of servicé.
s Q Thus in Fargo, we have no free or véry low priced
1? service. We have a basic service. Of this, 25 in operation?
"7 A This is correct. Of course, all of the applicants
8 in Fargo were planning to charge for their basic tier. None of
19 f them were offering a service.
20 % Q All right. Now, in Sioux City, who was the winner in
2 | Sioux City?
22 A Again, it was Cabiecom—General. They charged $5.50 for
23 their basic tier. Again, none of the applicants have proposed
24 to provide any free service.
e és Q The third one you mentioned was Chapel Hill, is that
HAccuzate cﬁ?qboszyy C]z, The
. (202} 7268.3801




correct?

A Yes,

Q Who was the winner in Chapel Hill?

A Qillage. |

Q Does Village propose a free service?

A Yes, they do.

0 Of these three whé are in operation, have any of them
been in 6peration long enough to provide some information as to
how their operation works?

A Thé,only one that I could find any the hard data-on
was Chapel Hill, which ﬁas been marketing thelir service since
June of 1980.

Q Reviewvfor me, please, according to the exhibit, what
Chapel Hgll was providing on.its sp—calléd basic tiers?

A What programming they were providing?

0 No, first, what number of channels and what. prices they
were.
A According to the exhibits in the first tier, they were

offering 12 channels for free. The second tier, 21 channels
chafged at $4.95. And on the third tier, 35 channels for $7.95.
Q Now in terms of what youwere able to learn about
Chapel Hill, do you know what services are provided on these
in terms of broadcast and nonbroadcast. services? -
A Yes. I was able to find oﬁt on the free tier, the
; Village Cable Company offered seven local broadcast signals,’

four access channels; one is leased, one is public, one is

Hccurate c#?qboztbg; Cﬂz, Tne.
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government, and one is to the system, and one channel is devoted

i to a program guide.

Q How about on the next tier or tiers?

A Ilﬁo not have.a complete rundown of the entire program-
ming, but they do carry one distant signal.

Q They do carry one distant signal on the next tier?

A Right.

Q ‘Therefore, whatever other distant signals that they
carry would be on the third?

A Rigﬁt. .

CHAIRMAN BURG: Excuse me for a moment. On the

i Fargo, North Dakota sheet, which company won the franchise?

THE WITNESS: Cablecome—-General.
CHAIRMAN BURG: Thankfyou.
BY MR. FELDSTEIN:
Q Do we have any inférmation as to, thus far,~h9w many
people are téking each tier in Chgpel Hill?

A Yes, we do. The source of the information is September

9, 1980 ,issue of Cable TV Regulations, which is the same

newsletter that the exhibits were taken from. Since June of
1980, we have had 660 subscribers who. signed up for cable ser-
vice in Chapel Hill. To date, 42 or six percent have taken only
the free tier. 46 or seven percenﬁ are paying $4.95,.and 572

or 87 percent are taking the $7.95 package. This is somewhat
diﬁferent from what the cable company, Village, had planned.in

their marketing plan. They had thought that as many as ten -

HAccurate cﬂzpozz‘ing C’o., Tne.
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13
percent of their subscribers woﬁld take the free tier. And
of course, they are finding that only six percent, to date, are
taking t£e free tier. |
Q f@us, have yéu figured in using those statistics,

although there is a so-called free or universal service,. what

'is the effective basic rate per subscriber in that system?

A If you calculate 42, count 42 who are taking the free
tier, 46 at $4.95, 572 at $7.95, you come out with an effective
rate of $7.24 on a per subscriber basis in this system.

MR. ATTAWAY: Excuse me, Ms. Beales, would you repeat

the 740--
THE WITNESS: §7.24.
MR. ATTAWAY: Thank you.
BY MR. FELDS&EIN: . ' .
Q Now, Ms. Beales, we note thét on the same char£ that_

there are several paid services or paid cable tiers.

A This is Chapel Hill we are looking at?

Q Yeé.

A Yes.’

0 What services must a subscriber, basic service, take

before he has an opportunity or an option to take one of these
paid tiers?
A It is my understanding that you must take all services.
Q Thus, in other words, no subscriber who is getting a
free or universal service can take pay unless he takes a $7.95

package of basic service?

Hccuzate cjeqboztbyg C?o” Ihne.
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A That is correct. The reason behind this, which I

think logically explains this process, is that the technology

is not advanced enough so that if you take only the free tiers,

the cable company has the opportunity to keep you from getting

the other tiers if you take pay, tier one, being on this end

and pay being on this end. There are two tiers in the middle ,

and unless you take all three tiers and pay for those tiers, that

is the ohly way the cable company can provide that.

Q These are technical reasons?
A Yes, they are technical reasons:
Q In other words, you have to have the hardware in for

the 35 channels before they can add the pay service?

A That is correct. |

Q Ms. Beales, you have been able to identify, according
to your testimo;y, no other.on this ;hart operating sys£em
offering a free or universal service or even a very -low-priced
basic service in that regard?

A That is correct.

0 Are foﬁ familiar, at this point, with any other free
services in the industry?

A No, I'm not.

Q In other words, if all of the systems that we are
familiar with, including these franchise applications on this
exhibit, the Copyright Owners-Exhibit No. 10, we have only been

able to identify 42 subscribers out of the approximately 17

million cable television subscribers who are even obstensibly

Hccurate ch%pozfﬂyy Clz, Tne.
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_believe that there is no data, and the other two systems, which

15
obtaining free basic serxvce?
A - That is correct.

CHAIRMAN BURG: Mr. Feldstein, have you done this
excercisevfor us in térms of the other stations in this
exhibit, or are you just using Chapel Hill?

MR. FELDSTEIN: No. She has testified th&t there are
only three that are in operétion. The only one on which we have

been able . to obtain any data has been Chapel Hill. We

are Cablecoﬁ systems,have just turned on.

CHAIRMAN BURG:' And they offer no free.

MR. FELDSTEIN: Well, they offer low-price serviceand
expanded service,but there is not enough data to be available
to us. As we pointed out,mgny~of ﬁhese systems have been granteé
and contested, and so they have not Begun building. Mahy of the
others are still in a franchising mode. ..
BY ﬁR. FPELDSTEIN:

Q Now, Ms. Beales, turning to Exhibit No. 10A, the

copyright owners presented, if you recall, two pages from the

Television Fact Book from last year and a page from this year. ;
Both of which showed a TV Systems, Inc. in Hawaii,in the Honolului
area, with a $6 monthly charge last year and no monthly charge

this year. Are you familiar with that exhibit?

A Yes, I am.
Q Have you attempted to verify the facts in Honolulu?
A Yes.
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Q How have you done this?

A I spoke with the system manager, a gentleman named
Lloyd F. Charf He is the president of TV Systems, Inc.

Q And what'did-Mr. Char tell you?

A Mr. Char was very surprised to hear that the 1980 fact
book has listed his basic monthly fee as zero because he is
actually charging for the sérvice. It is an error on the part
of the fact book.

Q When you spoke with him and incidentally you and I
spoke with ﬁim, When we had this telephone conversation,

Mr. Char d4id state, did’he not, that he was charging $6 for fhe

basic service .last year?

A That is correct.
Q Did he tell us whét.he is charging this year?
A Yes, He was able to secure a rather substantial rate

increase during the interim period, and is now charging the -
urban Honolulu subscribers $7.25 per month and the suburban

Honolulu $7.80 per month.

Q Mr. Char, thus, is giving away no free service.
A That is correct.
Q Mr. Char does not have the kind of tiering that we

have seen in Exhibit No. 10?

A That is correct.

Q Mr. Char has a classic cable television system?

A That is correct.

Q This was simply an error in the Television Fact Book ?

Hccurate cﬁ?gbozfﬂg; Clz, Tne.
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A That is correct.

MR. FELDSTEIN: May I substantiate that for the

record with an exhibit. 2And I beg everyone's indulgence. When

I handed o@t éxhibit'é'the other day, I alluded to an Exhibit
No. 13, which Mr. Attaway knows is an attempt to put tﬁe small
system dollar limitation up. I have that printed as 13. And
so I have listed this oné 14. Would you like me to introduce
13, or simply hand this in as 1472

CHAIRMAN BURG; Hand this in as 1l4.

(bé}é' Exhibit No. 14 was marked and seceived

in evidence.)

BY MR. FELDSTEIN :

Q For the record, Ms. Beales, would you read this
document? - * . .
A "Dated September 29, 1980, To Whom it May Concern:

According to a conyersation held with the counselrfor §CTA, Mr.
Stewart Feldstein, testimony was given before the Copyright
Tribunal relative to the rates we charged to our subscribers
for the basic cable service. The testimony given stated that

the Television Fact Book previously showed our firm as charging

$6 for our basic service. And subsequently in 1979, no charge
was being made to our subscribers. This information is not

correct. 1In fact, our company. charges our urban Honolulu

subscribers $7.25 per month and our suburban Honolulu subscribers

$7.80 per month."™ And it is signed by Lloyd F. Char of TV

Systems, Inc.
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loonsideration extenuation factors. One of these extenuating

- 18
Q Thank you. Now, Ms. Beales, we have stated that

in the event a gap is found to exist between the rate of infla-
tion and the amount by which the royalty fee per subscriber is
risen in tﬁe period iﬁ guestion, that the provision of the

Copyright Act providing for adjustmen£s for DSE paying systems

speaks in terms of the Tribunal being able to take into

factors, which is specifically mentioned, is a question of

regulatory restraints?

A Yes}

0 Are you familiér with the Copyright Owner's Exhibit
No. 92

A Yes, I am.

Q Can you review for us.what it -was that the copyright

owners attempted to establish by the use of that exhibit?

A The exhibit is titled, "Action on Rate Increase Request

by Regulatiné Agencies," and it; source cable television i
regulation ﬁewsletters from Paul Kagan, Associates. It only
gives us percentages, no raw numbers. But for the six-month
period, in groupings, averaged together between 1976 and

January to June of 1980, it tells us the percent of requests

¥

for increase granted and percent granted of the amount requested.“

Q Have you made any efforts to examine the .basis of
exhibit?
A Well, of course, we do not have the raw numbers here,

So,we do not know--
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Q Examined the derivation of how the exhibit came to
be in terms of the data?
A Well,I have talked with John Mansell, the gentleman
who puts together the-information for the cable television
regulation newsletters. He is the editor.

Q Can you tell the Tribunal about your conversation with

A Mr. Mansell gathers his information from newspaper
clippings which he has sent to him or he finds or he learns
about. So tﬁat his information, while often extensive, is
variable. It's not a réndom sample, nor is it a review of the
entire universe. It is whatever information he finds on cable
systems.

-

The other important piece of information is that he
bases most of.his information on indi&idual franchises and not
.on cable systems. ;So, a cable system may have one system in -

a town but bé operating under many different Jjurisdictions. And
in most casés he woﬁld report those separately. So, he reports,
of course, a much higher number than there are systems. _But
sometimes, and .I don't know exactly the reason for this, he
lumps them together. So, in some cases they are franchises, and
in some cases they are systems. It is hard to know, exactly,
which one he is using in each case. Of course, we had looked

at using his information early on, Sut because the Tribunal was

sending their questionnaire to systems, we thought that that was

perhaps a better measure of what is happening in the indusﬁry

HAccuzate cngaothyy 'Cﬂz, Ihe.
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rather than by franchise basis.

Q In other words, the data is collected neither from

a random sample or from the entire universe?

20

A That's correct.

Q ‘The data is verified only by what appears in the
newspaper?

A That is correct.

0 The data includes rate increases on franchises or
systems? |

A Cof;ect. .

Q A system sometimes includes more than one franchise?

A Correct.

o) Thus, it is a mixture of data?

A That'ié'correct. . ' -

Q ThuS,the-staéistical?eliaﬁility of this data by these

limitations, which Mr. Manséll has conversed with you aboqt,
calls into qﬁestion the total reliability of this data?
A Yeé.
CHAIRMAN BURG: We will have a two-minute recess.
(A brief recess was taken.)
BY MR. FELDSTEIN:
Q Ms. Beales, have you been able to tabulate the CRT'

survey responses?

S

A Yes, I have.
Q Could you please tell us what you have found?
A You will refer to Chart No. 10, This is a tabulation

HAccurate cﬁ?qposzy; Clz, Thne.
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1 of the DSE system's responses to the CRT's survey. On gquestion
O 2 No. 8, it says,"ask only of the systems that were regulated-'

3 i We started with 350 systems in this category at the time we

4 Z tabulated our responses. We found that the systems reported

an average rate at the time they went in for a request. And

[#1])

incidentally, it should be noted that some systems included more

[¢))

than one rate increase on the form and others did not. This

counts for the total number of rate increases that were

i i recorded.
9 | .
' We started from $6.74. The average amount requested
° for .this sample is 96 cénts. The average amount granted was
" 88 cents, which is 92 percent of the amount that was requested.
.' 2 19 percent were granted an amount which is less than requested.
" e That is the basic ‘infomation_. I should also point out that
1% this figure includes the systems tha£ were pending. There were
13 65 systems that were pending at the time as of April 1, 1980.
18 We chose to include these because we felt they should be
17 counted. A.number of them had been pending since 1978. It
18

seemed logical to include them, that they were getting less than

19 they were requesting because of the long time lag involved.

20 | If those pendings were not included, this number would be 14

21 | percent.

22 BY MR. FELDSTEIN:
23 Q All right . Now, that.is thé data on the increases.
D 24 f At the bottom of that chart you have something called "time lag"?
= 25 i A That is correct. We calculated the average time that
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elapsed between the date of a request for a rate increase  and

the dates that the regulatory body acted or made the rate
increasg effective. If a cable system reported on their form
the City Council decided on July 1 that we could have’a rate
increase, but we could not implement it until August 1. August
1 was the date that was counted.

This information is based on a total response of
308. Of this sample, 257 or 83 percent experienced some kind

of a lag. This is a conservative estimate. We counted all

months as a four-week period. And hence, for the entire year,

it would be counted as only 48 weeks. We came up with a result
of an average time lag of 13.9 weeks for all systems which
translates into 3.5 months.

MR. ATTAWAY: Excuse me. You gave a number-308.
What was the number after that? ) |

THE WITNESS: 308 is the number of responses to.this
pagticular question.

MR, ATTAWAY: What was the number after that?

THE WITNESS: I said that 257 or 383 pe:éent experienced
a time lag.

MR. ATTAWAY: Thank you.

BY MR. FELDSTEIN:

Q Now, this is for systems, obviously, that have had
action?

A fhat is correct.

Q ~ Thus, it does not include those who are still pendirng
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‘because we have not been abie,to conclude a front and a back;

‘a cable system to delay its request?

fied version of the Tribunal's gquestionnaire. We conducted.it

only of large systems, systems that had subscriber.counts of.

23

is that correct?
A Yes.
Q Now, does this data on rate increases include any

information on how much time the President's regulation caused

A No. The only gquestion on the guestionnaire sent out
by the Tribunal that got at that was the importance of reguiation
in delaying rate increases was the time lag question which was
measuring the time between the.actual date of request and the
time action was. taken.

Q Havé you attempted to fu;the;-corroborate and expand
on the . data that_CRT's survey produced?

A Yes. In our conVersationé with cable operators, we
found that there is a much larger time lag invélVed in. getting
a rate increase: It is imposéible to decide I need a rate.
increase and run across the stree; to your regulatory body and
hope they are meeting that day and say "Yes, I need a rate
increase," and they would grant it that day sQ., that
we found that there was much longer time lag needed to be
identified.

Since we undertook a very similar survey as the Tri-

bunal  but added questions that attempted to document this

longer time lag factor, we conducted our survey using a mddi—.
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over 5,000 as listed in.thg'1979 TV Fact Book. There were
718 of those systems reported. We sent surveys to 241. They
were ragdomly selected from the total universe.

Q Which exhibit number are we now looking at?

A Exhibit No. 11l.

Q- Thank you.

A  We had completed questionnaires from 191 of the
systems which is 27 percent of- the universe. The results were
remarkably similar to the Tribﬁnal in virtually every question
.in texrms of the percentages thét respéndgd, the rate increase
data. It was very similar.

We report in Chart No. 1l théAresponses to the same
guestions that we had shown in No. 10. The average rate at the
time of request is "based on, incid;ntally, 128 responées to
this question. These are all regulated systems. The average
amount~requested was $1.90. The a;erage amount granted was
94 cents. 21 percent were granteé an amount less than
requested. o

In terms of time lag, we found a slighﬁl& longer time
lég. 17 weeks was thé average elapsed from the dafe of request
for increase to the date of action or effective déte. This
translates into 4.3 months.

Q You stated a moment ago that in addition to-this
formal lag, date of request to date of action or date of

effect, that the presence of regulatidn caused a further

time lag?
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A That is correct.
Q Have you been able to quantify that?
A Yes. On Chart No. 12, we have responses to the

question of the increase time lag. What we were trying to
measure was the time that it would elapse between when a system

decided internally they needed a rate increase, and they took

‘the first internal step toward achieving that rate increase.

That was the first period we méasured. .

The next period we measured was from the time when
the system had taken the interﬁal step to the time when they
went to their regulatory body and ﬁade a formal request for a
rate increase. Now, in this Cha;t No:;12, we have mixed our
two sources. We'started with the information that you saw
from Chart No. 10. The time elapséd from the date
of fequest for increase to date action effective.

We wili utilize the responses to the CRT survey,which
is a hore conservative number,3.5 months on the average. The
next line tells us the time elapsed when the systems forcast
a need for a rate increase to the first formalizéd internal
business step based on NCTA's survey whose average was 4.6
months.

CHAIRMAN BURG: Explain that, please. -

THE WITNESS: The system manager looks at his ‘books

and says I need a rate increase, and he then begins to take

" internal steps to determine if this is a good time, if it's.

an election year, if he should go to his City Céuncil now to:
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